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E.O. 11652: N/A 

TAGS: ETRD, ENRG, UNCTAD, OECD 
SUBJECT: INDEXATION OF COMMODITY PRICES 
REF: BONN 251 

1. PER REQUEST PARA 3 REFTEL, IT IS EXPECTED USDELS FROM 
WASHINGTON ATTENDING JANUARY 23 OECD TCWP AND FEBRUARY 10 
UNCTAD MEETING WILL INCLUDE MICHAEL DUX, CHIEF, INDUS- 
TRIAL AND STRATEGIC MATERIALS DIVISION OF OFFICE OF INTER- 
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SEPARATE ACCREDITATION CABLE FOLLOWS. 

2. US HAS NOT CHANGED ITS POSITION ON INDEXATION. THE 

US OPPOSES INDEXATION ON NUMBER OF POLICY AND PRACTICAL 
GROUNDS AND WE HAVE CONTINUED TO VOICE OUR PROBLEMS WITH 
INDEXATION IN THE VARIOUS FORA WHERE THE SUBJECT HAS BEEN 
DISCUSSED. VERY BRIEFLY, WE CONSIDER THAT INDEXATION WOULD 
INVOLVE EXTENSIVE INTERFERENCE WITH MARKET FORCES OF SUPPLY 
AND DEMAND; WOULD BE ECONOMICALLY INEFFICIENT, RISKING 
SIGNIFICANT MISALLOCATION OF RESOURCES AND WOULD CONTRIBUTE 
TO INFLATION. IN ADDITION TO THESE POLICY DIFFICULTIES WE 
HAVE SERIOUS DOUBTS THAT A PRACTICAL AND FEASIBLE SCHEME 
SERVING BOTH CONSUMER AND PRODUCER INTERESTS COULD BE 
NEGOTIATED AND IMPLEMENTED. US AGREES THAT ANY CONSIDERA- 
TION OF INDEXATION SCHEME FOR ANY PARTICULAR COMMODITY 
MUST TAKE INTO ACCOUNT BROADER QUESTIONS OF INDEXATION. 

3. US IS PREPARING CAREFULLY FOR INDEXATION ISSUE WHICH 
WILL BE DISCUSSED AT UNCTAD COMMITTEE ON COMMODITIES. 

IN THIS CONNECTION WE WOULD APPRECIATE ANY ANALYTICAL 

INFORMATION INCLUDING STATISTICAL ANALYSIS, FRG HAS 

DEVELOPED ON SUBJECT OF INDEXATION, AND ITS IMPLICATIONS. KISSINGER 
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